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Chapter Two

The Original Formulation: Toward a Theory of State-Corporate Crime

Ronald C. Kramer and Raymond J. Michalowski

This chapter introduces the concept of state-corporate crime as a framework for studying forms of organizational deviance created or facilitated by the intersection of political and economic institutions.  The proposed framework situates individual actors within specific institutional contexts, and situates these institutional contexts, in turn, within the broader network of political economic forces that define their operating environment.  The concept of state-corporate crime is further refined to distinguish between state-initiated and state-facilitated forms of organizational deviance.  

Integrating the Crimes of the Powerful

We suggest that a textured understanding of many forms of what is often termed "corporate crime" can be obtained by utilizing an integrated approach that is sensitive to the ways in which the interactions between economic and political institutions can generate deviant organizational outcomes.

On January 28, 1986 the space shuttle Challenger exploded shortly after take-off, killing all seven members.  Subsequent investigations revealed that it was the relationship between a private business corporation, Morton Thiokol Inc. (MTI) which built the solid rocket boosters used on the shuttle system, and a government agency, the National Aeronautics and Space Administration (NASA) which was responsible for assembling the shuttle system and making decisions about its launch schedule, that ultimately led to the destruction of Challenger. Five years later, on September 3, 1991, an explosion and fire at the Imperial Food Products chicken processing plant in Hamlet, North Carolina killed twenty-five workers and injured another 56.  These deaths occurred because fire doors that could have led the workers to safety were "routinely locked to keep employees from stealing chicken nuggets" (Drescher and Garfield 1991:1).  Subsequent inquiry found that it was not only locked fire doors, but also a pattern of interwoven regulatory failures, that created the conditions that led to the tragedy.  

These two heavily reported tragedies, occurring five years apart, share a common characteristic.  Both events were animated by the interplay between corporate and governmental units that fostered conditions for organizational deviance. The technical cause of the Challenger explosion was the failure of the O-ring seal in a field joint of the right side booster rocket manufactured by MTI.  This failure, however, was more than a mechanical breakdown.  It was the consequence of a series of organizational decisions involving MTI and NASA.  These two organizations followed a pattern of relations that resulted in decisions to use a design for the field joint that was known to be flawed, and to the launch the shuttle despite information that suggested there was an unspecified probability of a catastrophic failure.   Moreover, both the Rogers Commission (the Presidential Commission on the Space Shuttle Challenger Accident, 1986) and the Committee on Science and Technology of the House of Representatives (1986) concluded that NASA and MTI, in making these decisions, repeatedly engaged in practices that violated legal standards of safety concerning the Challenger.  

The technical cause of the Imperial plant fire was the rupture of a hydraulic line near a deep fryer.  The resulting explosion and fireball destroyed the plant, killed 25 workers trapped by locked fire doors, and injured many others.  Those who died or were injured in the Hamlet fire, however, were the victims of much more than a mechanical breakdown.  They were the victims of a complex process of institutional relations that limited the protection of worker health and safety.  Participants in this process include Imperial Food Products, the U.S. Occupational Safety and Health Administration (OSHA), the U.S. Food and Drug Administration (FDA), the legislature and governor of the State of North Carolina, the North Carolina Occupational Safety and Health Administration (NCOSHA), and finally local building authorities.  These organizational units pursued a pattern of actions and relations that made it possible and routine that workers in the Imperial chicken processing plant would be subjected to a variety of hazards, including inadequate escape routes in case of fire.  

We suggest that understanding the processes that lead to the destruction of Challenger and the fire in Hamlet, as well as many other, less dramatic, yet nevertheless harmful forms of organizational deviance, can be advanced by linking the frameworks currently available for the study of corporate crime, on the one hand, and governmental deviance, on the other.  Specifically, we suggest that combining these two foci into the concept of state-corporate crime directs attention to how the interaction between different organizational units plays a critical role in creating the conditions for socially injurious organizational actions. 

The following inquiry into the nature of state-corporate crime is divided into two parts.  First, we ground the concept of state-corporate crime in the theoretical framework of organizational deviance.  Second, we offer an integrated analytical scheme for the study of state-corporate crimes. We term our approach here an "analytic scheme" in keeping with Turner's (1991) observation that much theoretical work in sociology consists of organizing concepts into a classificatory scheme that denotes the key properties, and interrelations among these properties as they relate to concrete events in the social universe.  Explanation of an empirical event "comes whenever a place in the classificatory scheme can be found for the empirical event" (Turner 1991:10).

Since its inception, the study of corporate crime has been shaped by an important insight and an important oversight.  The insight is that corporate crime is actually a form of organizational deviance (Hagan 1988:3; Clinard and Yeager 1980:17).  Insofar as corporations are formal organizations, the study of corporate crime can and should incorporate the theoretical and substantive insights of organizational research (Vaughan 1983).  

The oversight is the limited attention given to the functional interdependency between corporations and government that has existed since the corporation emerged as the basic unit of economic activity within private-production systems in the 19th century.  Modern corporations could not have developed, nor could they currently function, without the legal, economic, and political infrastructure provided by the government (Sklar 1988).  Governments in private-production systems, in turn, depend upon private corporations and private financial institutions to facilitate state legitimacy by providing a degree of economic stability, to supply goods and services needed for government operations, and to provide the economic base upon which governments depend for their tax revenues (Offe and Ronge 1982). 

Despite their ubiquity, the structural relations between corporate and governmental organizations have been relatively peripheral to the study of corporate crime.  Instead, two nearly independent bodies of research have developed.  Theory and research in the area of corporate crime has concentrated primarily on organizational deviance within private business corporations.  

Paralleling corporate crime research, but seldom intersecting with it, others have examined crimes and malfeasance by governments, what Chambliss (1989) terms "state organized crime."   We suggest, however, that many forms of organizational deviance are generated precisely at the point where corporations and governments intersect.  It is these forms of organizational deviance state-corporate that we term state-corporate crime. We offer the following definition: “State-corporate crimes are illegal or socially injurious actions that result from a mutually reinforcing interaction between (1) policies and/or practices in pursuit of the goals of one or more institutions of political governance and (2) policies and/or practices in pursuit of the goals of one or more institutions of economic production and distribution.”

State-corporate crimes within private-production systems involve two or more organizations, at least one of which is in the civil sector and one of which is in the state sector.  Thus, within a capitalist economy, state-corporate crimes are the harmful consequences of deviant inter-organizational relationships between businesses and governments. This definition can be applied to illegal or socially injurious in societies organized around private-production systems and to those based on centrally planned economies.  Our focus here, however, is upon state-corporate crimes within the private-production system of U.S. capitalism. 

The deviant inter-organizational relationships that serve as the basis for state-corporate crime can take two forms.  One is state-initiated corporate crime, and the other is state-facilitated corporate crime.  State-initiated corporate crime occurs when corporations employed by a government engage in organizational deviance at the direction of, or with the tacit approval of, that government.  State-facilitated corporate crime occurs when government institutions of social control are guilty of clear failure to create regulatory institutions capable of restraining deviant business activities, either because of direct collusion between business and government, or because they adhere to shared goals whose attainment would be hampered by aggressive regulation. 

As a sensitizing concept the term "state-corporate crime" has three useful characteristics.  First, it directs attention toward the way in which deviant organizational outcomes are not discreet acts, but rather the outcome of relationships between different social institutions.  Second, by focusing on the relational character of the state (Wonders and Solop 1993), the concept of state-corporate crime foregrounds the ways in which horizontal relationships between economic and political institutions contain powerful potentials for the production of socially injurious actions.  This relational approach, we suggest, provides a more nuanced understanding of the processes leading to deviant organizational outcomes than approaches that treat either businesses or governments as closed systems.  

Third, the relational character of state-corporate crime also directs us to consider the vertical relationships between different levels of organizational action:  the individual, the institutional, and the political-economic.  This, to some extent, helps address the subject-object dilemma characteristic of much corporate crime research and theory. 

State-Corporate Crime As Organizational Deviance

There are three major theoretical approaches to the study of corporate crime, and each corresponds to a different level of social action.  The first is differential association theory as developed by Sutherland (1940, 1949). The second is based on organizational theory and argues that organizations can be criminogenic either due to the performance emphasis on goals (Gross 1978), or as a result of defective standard operating procedures (Hopkins, 1978).  The third perspective locates the criminogenic forces in the wider political economic structure of society (Barnett 1981).  

Differential association addresses the individual level of action; organizational theory focuses on institutional factors promoting or retarding corporate crime; and political-economic approaches focus on the way broad, pre-existing societal characteristics interact with both the individual and organizational level of action.  

Differential association theory, as proposed by Edwin Sutherland (1949), is a social psychological approach that seeks to identify the individual learning processes that lead to deviant activities.  Partial support for differential association as an explanation of white-collar crime has been found by a number of researchers (Clinard 1946; Cressey 1950; Lane 1953; Geis 1967; Albanese 1982).  While there can be no doubt that important insights have been derived from this approach, some criminologists have criticized differential association for its failure to incorporate the institutional level of analysis (Ermann and Lundman 1978b; Gross 1978; Schrager and Short 1978; Braithwaite 1985).  As Schrager and Short (1978:410) observe, "Preoccupation with individuals can lead us to underestimate the pressures within society and organizational structure, which impel those individuals to commit illegal acts.” 

By the late 1970s and early 1980s, in response to the overly micro-level orientation of differential association theory, a number of analysts began examining the organizational characteristics of corporate and governmental crime (Albanese 1982; Clinard and Yeager 1980; Cullen, Maakestad and Cavender 1987; Ermann 

and Lundman 1978a, 1978b; Gross 1978; Hopkins 1978; Kramer 1982; Needleman and Needleman 1979; Schrager and Short 1978; Sherman 1980; Vaughan 1982, 1983).  The organizational perspective holds that, for various reasons, "...there is built into the very structure of organizations an inherent inducement for the organization itself to engage in crime" (Gross 1978:56).  

By far the most popular explanation of organizational crime within this approach is the rational-choice, blocked-opportunity model (Coleman 1992).  Following Merton (1957) and Cloward and Ohlin (1960), this approach argues that organizations break the law because they are blocked in some fashion from having access to legitimate means to achieve organizational goals.  As Gross (1978:57) puts it, organizations "live in competitive environments, even in socialist society," and given the subsequent uncertain access to the necessities for goal attainment, "one can predict that the organization will, if it must, engage in criminal behavior to attain those goals." 

A related approach within the organizational perspective is one which stresses that deviant outcomes can result from a variety of problems in the internal structure of the organization.  This approach focuses on the standard operating procedures (S.O.P.s) of the organization, arguing that "...corporate crime is the outcome of defective S.O.P.s" (Hopkins 1978:217).  Defects in the S.O.P.s or the internal of the organization may also reduce access to legitimate means for goal attainment, thus creating additional pressure to turn to illegitimate ones. 

The third perspective on organizational crime is that of political economy (Barnett 1981; Box 1983; Chambliss 1988,1989; Messerschmidt 1986; Michalowski 1985; Michalowski and Kramer 1987; Young 1981).  Barnett (1981:5), for example, argues that  "corporations pursue goals of profit, growth, and expanded market share subject to constraints imposed by markets and the state," and corporate crime will occur "when management chooses to pursue corporate goals through circumvention of market constraints in a manner prohibited by the state."  For some, "only the dynamics of capitalism - profit maximization and private accumulation" can explain corporate crime (Young 1981:333).  The limitation of this approach is that profit pressures are not unique to capitalist economies.  Socialist command economies, such as that in the former Soviet Union, also generate pressures for capital accumulation (Verderey 1991).  However, if a political-economic analysis is focused on the dynamics of the accumulation process under different forms of economic organization, rather than only its manifestations under capitalism, a political-economic perspective can be a useful guide for examining how the intersection of political and economic organizations can generate deviant outcomes. 

While the criminogenic potential of pressures for profit maximization might be useful in understanding crimes by corporations, it would appear to offer a less convincing model for crimes by governments.  There is, however, a common thread linking deviance by economic organizations and deviance by political ones.  Most corporate crimes and most crimes by government are ultimately crimes of capital, that is, they are "socially injurious acts that arise from the ownership or management of capital or from the occupancy of positions of trust in institutions designed to facilitate the accumulation of capital" (Michalowski 1985:314).  

The political state is not simple the subordinate executive of an accumulative class, so we are not suggesting that states commit crimes merely to advantage capitalists.  The state is, however, the mechanism for managing class conflict (Offe and Ronge 1975).  In doing so, the political state must resolve conflicts and dilemmas that stem from underlying structural contradictions in the political economy.  The contradictory nature of these structural arrangements, however, can force the state to adopt deviant strategies to achieve what cannot be otherwise accomplished (Chambliss 1988; 1989). 

Another source of governmental deviance is the complex institutional structure of most modern states.  The goals of different organizational units within any government may contradict those of other units.  To the extent that pursuit of organizational goals by one governmental unit blocks attainment of organizational goals by another, the blocked unit may experience pressures toward deviant strategies. The conflict between the goals of Congress and those of the National Security Council, for instance, constituted the basis for the Iran-Contra scandal (Hackel and Siegel 1987).  Similarly, the Drug Enforcement Agency's pursuit of its goal of drug interdiction became a constraint on key aspects of the CIA's contra re-supply operation, leading to a variety of illegal strategies on the part of the CIA (Sharkey 1988).       

Although the differential association, organizational, and political economic perspectives represent divergent approaches to corporate and governmental crime, they can be brought together into an integrated theoretical model (Braithwaite 1989; Coleman 1987, 1992; Finney and Lesieur 1982; Messner, Krohn, and Liska 1989; Vaughan 1983).  The structure, dynamics, and cultural meanings associated with the political economic arrangements of any particular society will shape the goals and means of both economic and political institutions, as well as the constraints they face.  The organizational level of analysis links the internal structure of specific economic or political units with the external political-economic environment on one hand, and with the way in which the work-related thoughts and actions of the individuals who occupy positions in those units are conditioned by the requirements of the positions they hold and by the procedures of the organization.  Differential association, by focusing on the social relations that give meaning to individual experience, directs us to examine the symbolic reality derived from social interaction within bounded organizational niches.  

Table One presents an analytic scheme for this integrated theory of organizational deviance.  This framework links the three levels of analysis discussed above with three catalysts for action.  These catalysts are (1) motivation or performance emphases, (2) opportunity structure, and (3) the operationality of control.  This framework is designed to indicate the key factors that will contribute to or restrain organizational deviance at each intersection of a catalyst for action and a level of analysis

The schema we offer is based on the proposition that criminal or deviant behavior at the organizational level results from a coincidence of pressure for goal attainment, availability and perceived attractiveness of illegitimate means, and an absence of effective social control.  The first catalyst for action is the level of emphasis on goal attainment.  Political economies, organizations, and individuals may place greater or lesser emphasis on the attainment of rationalized goals as the engine for social action.  Thus, a highly goal-oriented individual, working in an organization that evaluates performance strictly on goal attainment by its workers, in a society whose cultural and institutional framework emphasizes goal attainment above all else, will be more susceptible to pursuing deviant organizational strategies than if one or more of these conditions is absent.



Table 1. An Integrated Theoretical Model of State-Corporate Crime  
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NOTE: CORRECT VERSION OF THE TABLE IS ON A SEPARATE FILE

The second catalyst for action suggests that organizational deviance is more likely in a society where legitimate means are scarce relative to goals.  The likelihood of deviance increases for those organizations or organizational sub-units where the allocation of means by the internal structure is inadequate relative to the organization's goals, increasing the likelihood that individuals will perceive themselves to be blocked from access to legitimate means and will subsequently seek deviant alternative routes

Finally, the operationality of social control at all three levels will serve as both an important restraint on organizational deviance, and as a critical element in constructing symbolic frameworks that will operate at the societal, organizational, and personal levels as time passes.  Thus societies with high operationality of social control are more likely to produce organizations with strong corporate cultures favoring compliance.  Individuals who function in these organizations in such a society will be more likely to develop forms of personal morality that would mitigate against engaging in organizational deviance. By its very nature state-corporate crime directs us to examine the linkages between levels of analysis and catalysts for action.  When the topic is profit-oriented violations of law by some business, it is possible - although, as our analysis of the Hamlet fire will show, not necessarily sufficient - to treat the crime as organizationally self-contained (see Chapter Four).  Injurious social actions that result from concerted actions by organizations operating in different social spheres (e.g. production vs. governance), however, require that we must expand the frame of analysis.  The case study that follows in Chapter Three will examine the processes that ultimately resulted in the explosion of the space shuttle. 

